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Aim of this Presentation:Aim of this Presentation:

• Familiarize attendees about the application 
process, design review, and the construction 
oversight process of the Division of 
Engineering Services with respect to the 
DHUD FHA-242 hospital loan insurance 
program.
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Goal of this Presentation:Goal of this Presentation:

• To promote the design, 
construction/renovation of health facilities 
that meet modern codes and standards 
through the FHA-242 Loan Insurance 
Program as well as to minimize the risk to the 
mortgage insurance and ultimately the US
Taxpayer!!
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Types of ProjectsTypes of Projects

• Hospital
New Construction
Renovation
Replacement Facilities

• Nursing Homes and Medical Office Buildings 
(in conjunction with a hospital)

• Maintenance/Utility Buildings that support 
health facilities
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DES Works withDES Works with
the Project Teamthe Project Team
• Owner - CEO, President, Vice President
• Owner’s Representative – experienced in 

design + construction of hospital facilities
• Architect/Engineer
• Contractor/CM
• Mortgage Banker
• Account Executive (DFL/DHUD)
• Loan Servicing Agent (during construction)
• Division of Facilities and Loans
• DHUD personnel in DC & area offices
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DES Phases of InvolvementDES Phases of Involvement
in the Hospital Project:in the Hospital Project:
• Pre-Application Phase
• Application Review Phase

Recommendation of Complete Application to 
Account Executive
Site Visit
Recommendation of Initial Application Approval 
to Account Executive (costs look feasible)
Recommendation to go to Commitment (GMP or 
fixed price lump sum contract)
Recommendation to go to Initial Endorsement 
(zoning approval availability of utilities, 
site ownership, survey, building permit)
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DES Phases of InvolvementDES Phases of Involvement
in the Hospital Project:(cont.)in the Hospital Project:(cont.)
• Pre-Construction Conference
• Monthly Site Visits & Approval of Monthly 

Advances
• Recommendation of Project Closeout
• Loan Modification review of designs to meet 

minimum design guidelines (over 25 year 
loan duration)
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BUDGETBUDGET

• DES works with the Owner to balance the 
project with the budget from inception 
through completion.
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Size of ProjectsSize of Projects

• Critical Access Hospitals
• Replacement Hospitals
• Community Hospitals
• Tertiary Hospitals
• Rural/Urban

In all 50 states as well as in US territories
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SCHEDULINGSCHEDULING

• DES discusses the project design and 
construction schedules with the Owner and 
the Account Executive.

Pre-Commitment Work
Early Start
Phased Construction-Liquidated Damages
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DES MONITORINGDES MONITORING

• DES provides oversight for the government to 
insure that all parties are doing the job they 
are responsible for doing.

• Maintains a clear line of communication 
with the Owner, consultants, and with the 
Account Executive.
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DES RoleDES Role
• Pre-application conferences are held to determine how an 

applicant should proceed with their submission of an 
application to DHUD for the 242 program.  Some discussion is 
held of the loan program, as well as eligibility, nature, and 
probable costs of the project, available resources, and plans 
for funding construction. DES usually participates in these 
discussions.

• DES assists Central Office in reviewing the scope and intent of 
the project from the applicant.

• DES provides information to the hospital on design, 
construction, as well as architectural/engineering 
documentation requirements.  Hospitals are also provided with 
information on our standards.
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DES RoleDES Role
• The applicant submits a copy of the application to Central 

Office.

• DES has 14 days during which it conducts a completeness 
review, and notifies the Account Executive whether the 
application’s documentation is complete.

• DES is responsible for reviewing and approving all “hard costs” 
ie., design and construction related aspects of the 
application.

• The DES project manager works with the applicant on issues 
such as preparation of construction documents (drawings and 
specifications) and provides reviews of these documents to 
insure that minimum requirements are incorporated.
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DES Guidelines & RegulationsDES Guidelines & Regulations

• 2006 Guidelines for Design and Construction 
of Health Care Facilities
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DES Guidelines & RegulationsDES Guidelines & Regulations

• 2006 NFPA Life Safety Code
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DES Guidelines & RegulationsDES Guidelines & Regulations

• 1994 ADA Standards for Accessible Design
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DES Guides & RegulationsDES Guides & Regulations

• 2.1 Guide for Project Applicants
Design and Construction Related Activities
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DES Guides and RegulationsDES Guides and Regulations

• 2.4 Guide for Project Applicants
Construction Management Services
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FEASIBILITY OF COSTSFEASIBILITY OF COSTS
• DES reviews costs on the left side of the FHA-92013 

form:
Line C1 – Construction
Lines C2 – Fees

Architect
Design
Supervisory
Additional Costs

CM – Part A
Consultants

Line C3 – Other
Owner’s Contingency 5-10%
Geotechnical

Line C4 – Fixed Equipment
(purchased outside the construction contract)
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DHUDDHUD--92013 (sample)92013 (sample)
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Construction and DESConstruction and DES

• DES monitors the progress of the project 
during construction on a monthly basis, 
reviewing & approving monthly advances 
for construction invoices, & change orders, 
etc.

• DES makes a final inspection and 
recommendation for final closeout of the 
project, Certificate of Occupancy (CO) 
including Contractor and Owner
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Retainage of Construction Payments Retainage of Construction Payments 

• All construction advances shall be subject 
to a 10% retention; (including change 
orders) held until completion of at least 50% 
of the entire construction project.

• After 50% completion, and upon written 
request from the mortgagor and 
concurrence by all parties additional 
retainage may not be required.
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Retainage Retainage RefundRefund

• DES will not consider any requests for 
retainage refund until construction is 
approximately 95% complete.

• 5% retainage is paid in full at the date of 
final endorsement.
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Documents Needed for Final ClosingDocuments Needed for Final Closing

• AIA Form F704-Executed Copy of Certificate 
of Substantial Completion

• AIA Form G706-Certificate of Release of 
Liens

• AIA Form G707-Consent of Surety Company 
for Final Payment

• AIA Form G702-Architect’s & Contractor’s 
Final Certificate of Payment

• Architect’s Letter Asserting Compliance 
with State DOH or Authority Having 
Jurisdiction
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Documents Needed for Final Closing Documents Needed for Final Closing 
(cont.)(cont.)
• CPA Final Cost Certification with Opinion 

Relating to Overall Costs
• Certification that all change orders have 

been included in CPA final cost certification
• DHUD Form 92330-Mortgagor’s Certificate of 

Final Costs
• DHUD Form 92330A-CM or Contractor’s 

Certificate of Final Costs
• Certificate of Occupancy from local 

building authority including State 
Department of Health
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QUESTIONS?QUESTIONS?

Please write them down for the 
upcoming Q&A Session!
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